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   Independent Auditors’ Report 

 

 

   December 3, 2008 

 

Township Board 

Township of Hatton 

Clare County, Michigan 

 

We have audited the accompanying financial statements of the governmental 

activities, each major fund and the aggregate remaining fund information of 

Township of Hatton as of and for the year ended June 30, 2008, which collectively 

comprise the Township of Hatton’s basic financial statements as listed in the table of 

contents.  These financial statements are the responsibility of Township of Hatton’s 

management.  Our responsibility is to express opinions on these financial statements 

based on our audit. 

 

We conducted our audit in accordance with U.S. generally accepted auditing 

standards.  Those standards require that we plan and perform the audit to obtain 

reasonable assurance about whether the financial statements are free of material 

misstatement.  An audit includes examining, on a test basis, evidence supporting the 

amounts and disclosures in the financial statements.  An audit also includes assessing 

the accounting principles used and significant estimates made by management, as 

well as evaluating the overall financial statement presentation.  We believe that our 

audit provides a reasonable basis for our opinions. 

 

In our opinion, the financial statements referred to above present fairly, in all 

material respects, the respective financial position of the governmental activities, 

each major fund, and the aggregate remaining fund information of Township of 

Hatton as of June 30, 2008, and the respective changes in financial position thereof 

for the year then ended, in conformity with U.S. generally accepted accounting 

principles. 

 

The management’s discussion and analysis and budgetary comparison listed in the 

table of contents are not a required part of the basic financial statements but is 

supplemental information required by U.S. generally accepted accounting principles.  

We have applied certain limited procedures, which consisted principally of inquiries 

of management, regarding the methods of measurement and presentation of the 

required supplemental information.  However, we did not audit the information and 

express no opinion on it.
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TOWNSHIP OF HATTON, CLARE COUNTY

GOVERNMENT WIDE

STATEMENT OF NET ASSETS

JUNE 30, 2008

Statement I

Governmental

Activities

ASSETS

Current Assets

Cash and Cash Equivalents 437,210$             

Prepaid Expenses 12,374                

Due From State 9,976

Internal Balances 18

Interest Receivable 4,868

Total Current Assets 464,446

Noncurrent Assets

Capital Assets

Land 20,555

Buildings, Additions & Improvements 22,049

Equipment 7,000

Construction in Progress 2,750

Less Accumulated Depreciation (25,049)

Total Capital Assets 27,305

Total Assets 491,751$             

LIABILITIES AND NET ASSETS

Current Liabilities

Accounts Payable 375$                   

Total Current Liabilities 375

Net Assets

Invested in Capital Assets 27,305

Restricted for:

Fire portection services 75,966

Cemetery perpetual care 2,951

Unrestricted 385,154

Total Net Assets 491,376

Total Liabilities and Net Assets 491,751$             

The notes to the financial statements are an integral part of this statement.
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     December 3, 2008 

 

 

Township Board 

Township of Hatton 

Clare County, Michigan 

 

 In connection with our audit of the financial statements of Township of 

Hatton (Township) as of and for the year ended June 30, 2008, we identified 

deficiencies in internal control over financial reporting (control deficiencies). 

 

 A control deficiency exists when the design or operation of a control does 

not allow management or employees, in the normal course of performing their 

assigned functions, to prevent or detect financial statement misstatements on a 

timely basis.  A deficiency in design exists when a control necessary to meet the 

control objective is missing, or when an existing control is not properly designed 

so that even if the control operates as designed, the control objective is not always 

met.  A deficiency in operation exists when a properly designed control does not 

operate as designed or when the person performing the control does not possess 

the necessary authority or qualifications to perform the control effectively. 

 

 A significant deficiency is a control deficiency, or a combination of 

control deficiencies, that adversely affect the entity’s ability to authorize, initiate, 

record, process or report financial data reliably in accordance with generally 

accepted accounting principles such that there is more than a remote likelihood 

that a misstatement of the entity’s financial statements that is more than 

inconsequential will not be prevented or detected. 

 

 A material weakness is a significant deficiency, or a combination of 

significant deficiencies, that results in more than a remote likelihood that a 

material misstatement of the financial statements will not be prevented or 

detected. 
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  Following are descriptions of other identified control deficiencies 

that we determined did not constitute significant deficiencies or material 

weaknesses: 

 
 Segregation of Duties 

 

This means that there are different individuals performing different duties within a 

specific accounting function. Having multiple individuals performing duties in the same 

accounting function acts as a check and balance. 

 

 As is common in many small local government units, there is often only a few people, 

sometimes only one person, performing the accounting and financial functions. And it is 

also common to have these individuals concentrate their efforts in one area.  

 

 The Township has a lack of complete separation of duties with respect to cash 

collections.  The collection of cash, writing of receipts and depositing of collections is 

centralized around one individual. 

 

 The Township has implemented compensating controls for property tax revenue through 

the county settlement process and state revenue sharing through the Michigan 

Department of Treasury, the remaining revenues collected generally have insufficient 

checks and balances in place. 

 

  The preceding comments are not intended to reflect on the performance or 

capability of any employee. 

  This report is intended solely for the information and use of the 

Township Board, management and others within the Township and is not intended to be 

and should not be used by anyone other than these specified parties. 
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    December 3, 2008 

 

Township Board 

Township of Hatton 

Clare County, Michigan 

 

We have audited the financial statements of the governmental activities, each major 

fund and the aggregate remaining fund information of Township of Hatton for the 

year ended June 30, 2008, and have issued our report thereon dated December 3, 

2008.  Professional standards require that we provide you with the following 

information related to our audit.   

 

Our Responsibility under U.S. Generally Accepted Auditing Standards  

 

As stated in our engagement letter dated November 1, 2007, our responsibility, as 

described by professional standards, is to express opinions about whether the 

financial statements prepared by management with your oversight are fairly 

presented, in all material respects, in conformity with U. S. generally accepted 

accounting principles.  Our audit of the financial statements does not relieve you or 

management of your responsibilities.   

 

Planned Scope and Timing of the Audit 

 

We performed the audit according to the planned scope and timing previously 

communicated to you in our correspondence about planning matters on November 

1, 2007. 
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Significant Audit Findings 

 

Qualitative Aspects of Accounting Practices 

 

Management is responsible for the selection and use of appropriate accounting 

policies.  In accordance with the terms of our engagement letter, we will advise 

management about the appropriateness of accounting policies and their application.  

The significant accounting policies used by Township of Hatton are described in 

Note 1 to the financial statements.  No new accounting policies were adopted and 

the application of existing policies was not changed during they year ended June 

30, 2008  We noted no transactions entered into by the governmental unit during 

the year for which there is a lack of authoritative guidance or consensus.  There are 

no significant transactions that have been recognized in the financial statements in a 

different period than when the transaction occurred. 

 

Accounting estimates are an integral part of the financial statements prepared by 

management and are based on management’s knowledge and experience about past 

and current events and assumptions about future events.   

 

Certain accounting estimates are particularly sensitive because of their significance 

to the financial statements and because of the possibility that future events affecting 

them may differ significantly from those expected.  The most sensitive estimate 

affecting the financial statement was depreciation.  

 

Management's estimate of the estimated useful life is based on past experience and 

management's knowledge.  We evaluate the key factors and assumptions used to 

develop the estimated useful life in determining that it is reasonable in relation to 

the financial statements taken as a whole. 

 

Difficulties Encountered in Performing the Audit 

 

We encountered no significant difficulties in dealing with management in 

performing and completing our audit.   
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Corrected and Uncorrected Misstatements 

 

Professional standards require us to accumulate all known and likely 

misstatements identified during the audit, other than those that are trivial, 

and communicate them to the appropriate level of management.  

Management has corrected all such misstatements  

 

Disagreements with Management 

 

For purposes of this letter, professional standards define a disagreement 

with management as a financial accounting, reporting, or auditing matter, 

whether or not resolved to our satisfaction, that could be significant to the 

financial statements or the auditor’s report.  We are pleased to report that no 

such disagreements arose during the course of our audit. 

 

Management Representations 

 

We have requested certain representations from management that are 

included in the management representation letter dated December 3, 2008. 

 

Management Consultations with Other Independent Accountants 

 

In some cases, management may decide to consult with other accountants 

about auditing and accounting matters, similar to obtaining a “second 

opinion” on certain situations.  If a consultation involves application of an 

accounting principle to the governmental unit’s financial statements or a 

determination of the type of auditor’s opinion that may be expressed on 

those statements, our professional standards require the consulting 

accountant to check with us to determine that the consultant has all the 

relevant facts.  To our knowledge, there were no such consultations with 

other accountants.   
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Other Audit Findings or Issues 

 

We generally discuss a variety of matters, including the application of 

accounting principles and auditing standards, with management each year 

prior to retention as the Township’s auditors.  However, these discussions 

occurred in the normal course of our professional relationship and our 

responses were not a condition to our retention.   

 

This information is intended solely for the use of the Township Board, 

management and others within the Township and is not intended to be and 

should not be used by anyone other than these specified parties.   
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